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CONFIDENTIAL CAIRO 445 

E.O. 11652: GDS 
TAGS: EGEN EG 

SUBJECT: ECONOMIC LIBERALIZATION IN EGYPT: NEGATIVE REACTION 
TO PROPOSAL TO ALLOCATE PERCENTAGE OF PUBLIC SECTOR 
COMPANIES FOR SALE. 

REF: CAIRO 391 

1. REFTEL NOTED SAUDI INTEREST IN EGYPT’S ECONOMIC LIBERALI- 
ZATION. INCLUDING POSSIBILITY THAT UP TO 49 PERCENT OF PUBLIC 
SECTOR INDUSTRIES MIGHT BE OFFERED FOR SALE ON SHAREHOLDING BASIS. 

2. IN SUBSEQUENT CONVERSATIONS, KNOWLEDGEABLE EGYPTIANS, 
INCLUDING THOSE INVOLVED IN GOE'S ECONOMIC AFFAIRS, HAVE 
POINTED TO DEBATE ON SUBJECT IN PEOPLES ASSEMBLY ON 
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IN THE NEAR FUTURE. 

3. AS REPORTED ON FOLLOWING DAY BY LOCAL PRESS, ASSEMBLY 
DEBATE FOCUSED ON PROPOSAL BY ASSEMBLY'S PLANNING AND 
BUDGET COMMITTEE TO OFFER 49 PERCENT OF PUBLIC SECTOR COMPANIES 
TO PRIVATE SECTOR INVESTORS, INCLUDING NON-EGYPTIAN ARABS. 
HEATED DEBATE APPARENTLY BROKE OUT OVER ISSUE, WITH INES 
BEING FAIRLY CLEARLY DIVIDED BEWEEN OPINION FOR, SUPPORTED 

BY MANY EGHPTIANS WHO HAVE HELD PRIVATE SECTOR JOBS, AND 
OPINION AGAINST. LATTER VIEWPOINT, ENDORSED BY ASSEMBLY'S 
DEPUTY SPEAKER OTAIFI, WAS BASED ON GROUNDS THAT PROPOSAL 
CONFLICTED WITH CONSTITUTION, AND THAT EGYPT'S EXPERIENCE WITH 
PRIVATE CPAITAL INVESTMENT IN GENERAL AND CAPITALISTS IN 
PARTICULAR HAD NEVER BEEN A PARTICULARLY HAPPY ONE. UPSHOT 
OF WAS DEFEAT OF PROPOSAL. 

4. SIGNIFICANCE OF EVENT IS ITS INDICATION OF THE EXISTENCE 
IN EGYPT OF A STRONG BODY OF OPINION AGAINST THE KIND OF 
LIBERALIZATION MEASURES WHICH FINANCE AND ECON MINISTER 
HEGAZI AND SADAT ARE KNOWN TO FAVOR. HOW STRONG THIS 
OPINION IS, AND HOW MUCH OPPOSITION IT CAN POSE TO THE NEW 
ECONOMIC TREND, ARE QUESTIONS THAT CAN BE BETTER ANSWERED 
WHEN EXTENT OF PREDICTED FORTHCOMIN CHANGES IS MORE 
FULLY KNOWN. IT IS IMPORTANT, HOWEVER, THAT INFRMED 
EGYPTIANS POINT TO ASSEMBLY DEBATE AS HAVING AT LEAST 
TEMPORARILY PUT AN END TO ISSUE OF SALE OF PUBLIC 

SECTOR COMPANIES. 
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